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PART V 
Bill btroduced in the Council of Stato and Legislative asombly , Roporta of 

Select Commitlees presented to the Council and Assembly and Bills 
published under rule 18 of the Indian Legislative Rules , 
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GOVERNMENT OF INDIA 

LEGISLATIVI ASSEMBLY DEPARTMENT 
The following Report of the Select Committee on the Bill to impose & 
special tax on a certain class of income , was presented to the Legislative 
Assembly on the 19th March , 1947 : - - 


We, the undersigned , members of the Seleot Committee to which the Bil 
to imposo a special tax on a certain classof income was referred , have consi 
dered the Bill and have now the honour to submit this our Report , with the 
Bill as amended by us annexed thereto . 

At the outset of our discussions some ofus proposed that the Bill should be 
recast on the lines of the Excess Profits Tax Act , but Government was unable 
to accept this proposal. 
• Clause 2 and Schedule 2 . - We consider that the flat figure of one lakh of 
rupees by way of abatement contained in the Bill is not suitable for all classes 
ofbusiness ownership , and we accordingly introducoagsub - clause (1 ) of clause 2 
a definition of abatement, fixing differing criteria of abatement in respect of 
companies , firms, Hindu undivided families and others , together with a second 
schedule laying down the basis on which the capital of a company will be com 
putod , where the abatement is expressed as a percentage of capital. 

The other changes in this clause are all consequential upon the substantial 
alteration of the abatement figure mentioned above . 

Olause 4 is recast to include therein provision exempting from the tax 
any bonus or subsidy from the ContralGovornment. 

Clause 1 . - We add a proviso enabling the Central Board of Revenue to 
use its discretion to grant relief in certain cases , as has been done in practice 
in relation to excess profits tax . 

Clause 8. — The amendments to sub - clause ( 1) are consequential upon the 
abatement provisions applicable to companies which we propose , and to 
sub -clause (8 ) we add provision conferring a right of appeal on the principal 
oompany against ordors ofallocation under this sub - clause . 
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Clause 13 . - We think that some interest should be payable on taxation 
oollooted in excess under the provisional assessment and make an addition to 
this olause accordingly . 

Clauses 11, 14 and 16 . In these clauses we propose small changes in the 
poriode montioned . 
2 . The Bill was printed in the officialGazette on Saturday , March 8th 1947. 

8 . We think that the Bill has not been so altered as to require republica 
tion , and we recommend that it be passed as now amended . 

JOGENDRA NATH MANDAL . 
LIAQUAT ALI KHAN . 
P . J . GRIFFITHS. 
GEOFFREY W . TYSON , 
MUHAMMAD YAMIN KHAN . 
K , NAZIMUDDIN . 
MUHAMMAD NAUMAN . 
H . A . S . H . I. SETH . 
* K . C . NEOGY . 
* MANU SUBEDAR . 
* D . CHAMAN LAL . 
* VADILAL LALLUBHAI. 
* MOHAN LAL SAKSENA . 
* N . G . RANGA . 
* SATYA NARAYAN SINHA . 
* M . R . MASANI. 
N . M . JOSHI, 
SHAVAX A . LAL . 
J . SHEEHY . 
C . W . AYERS . 

* MANGAL SINGH . 
NEW DELHI ; 
The 19th March , 1947 , 


MINUTES OF DISSENT 

I 


1. We regret we fool obliged to disagree with the recommendations of the 
majority , which inoludes departmentalofficials . 

2 . This Bill was referred to Select Committee by the Assembly without 
debate in order to enable the possibilities of taxing surplus business profits 
made during the past year ) in an equitable mannor to be explored . Indeed , 
in the course of the genoralbudget digoussion severalmembers of the Assembly 
had expressed the view that the proposed Businoss Profits Tax was objection 
able by reason of its being a rough and ready meanure of taxation , inequita ble 
inite inoidenoe , and that it was in many respecta a more unsatisfaotory measure 
than the Excess Profits Tax , When , therefore , the Finance Member put before 
the Seloot Committoo a statement (vide Annexure ) showing that the yield of 
the E . P . T ., even at the lower rate of 33 1/ 3 per cent, would be substantially 
higher than the yield of the proposed Bueiness Profits Tax and when a member 
of the Committee (not being one of the signatories to this minute ) suggested 

* Subject to a minute of dissent . 
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that the proventmeasure bu re :nodelled so as to bring it in line with the provi 
sions of the old E . P . T , we readily supported the isloa and even agreed to an 
incidence of 33 1 / 3 por cent, to dropping all reference to dofioioncies and to 
making other essential adjustments . Three rouvons weighod with us in arriy 
ing at this view . The first was that a revival of the E P . T . for one year would 
eliminate from the present proposal inany of its defents and that , since the 
E . P . T . had been operated for several years and its form was known and 
understood both by the Department and the bulk of asses9098 , who would be 
more roudily reconoiled to it , it would not have the same adverse psychological 
effoots as the presentmeasure . The second reason was that the burden would 
fall on the ghouldors ofthose who could boar it best . The third reason was that 
in this way the Government revenues would get a higher yield than what was 
expected by the Finance Momber from the Business Profits Tax, These 
arguments , pressed by us in concert with members of other parties , so impressed 
tho Finanoo Member that at one stage he offered to examine the proposal and 
to prepare an alternative scheme based on the old E . P . T . with necessary modi 
fications . We were disappointed when later the Finance Member intimated 
that he had decided to drop the idea and wanted to proceed with the Business 
Profits Tax in its present form . We would like to record our regret that this 
alternative, which was at one stage Acceptable to all sections of the Select 
Committee , was later found unacceptable by the Finance Member and that its 
oonsideration by the Select Committee was at that stage ruled out of order by 
the Chair . 

3. So far as the present Bill is concerned , we regret we cannot support it in 
the form in which it emerges from the Seleot Committee . In order to minimise , 
if not to obviate , its dolotorious effoot on existing onterprises and on the invest 
ment of capital in new industries , which are matters of vital concern at a time 
when increased produotion is India s prime need , we proposed amendments 
which , we regret , were not accepted by the majority of the Committee . 

4 . In elause 2 of the Bill , there are two important changes thatwe proposed 
and would like to see effected . Both are with regard to the definition of 
" abatement ” in sub - clause ( 1 ). Our first proposal is that, in place of 5 per 
cent . of capital in respect of the large bulk of companies and 6 per cent . in 
respect of director - controlled companies suggested by the majority of our 
colleagues, we would liko 7 per cent . to bo substituted . We trust it will be 
appreciated that the sums involved in such abatement of 77 per cent ., as well 
as the balance of the profita left after the imposition of this tax over the limit of 
the abatement , would still be liable under the present taxation proposals to the 
somewhat heavy rate of seven annas in the rupee before any amounts could 
vithor be taken to reserve or paid out in dividends . Tho second change is in 
regard to the computation of capital which is proscribed in Schedule 2 to this 
Bill . We regrot we cannot agroo to the terms of Schedule 2 as proposed by the 
majority of our colleagues . We would , in its place , wubstitute the method of 
computation of capital omployer la d down in Schedule 2 of the Excess Profits 
Tax Act. We regrot that, although on this proposal of ours the Committee 
was ovonly divided we were unsuccessful in getting the amendment accepted . 
We strongly urge that this very necessary change should he made in Schedule 2 
to this Bill which would not only make the calculation of capital sounder in 
principle and fairer to the assessee hut also bring it in line with princ-ple which 
havo beon hitherto followed hy Government themselve for NOT al yoints 17 
cannot appreciate the policy which has promptell a le paraule fion these sound 
principles . Wo apprehend inter alia thut if such do lepartur 14 mail , fun 
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incidenco of tax will, in the case of numerous private firms, havo little relation 
to the turnover of the business or the profits (18ually made, sinco borrowings 
form a very important element in the carrying on of business by private firms 
in this country , and if borrowings are altogether exoludod from the computa . 
tion of capital, the minimum of rupecs one lakh would be the only exemption 
applicablo to such firms. 

8 . In clause 4 of the Bill, our proposal was that the incidonce of the tax 
should be 12 per cent of the taxable profits in place of 25 per cent. In making 
this proposal we have been guided by the consideration that when a new form 
of taxation is established for tho first timo in our fiscal history , sound policy 
dictates that its incidence should not be anything as severe as that proposed by 
the majority of our colleagues. Wewould also urge that the effoot of the new 
and uncerta n burden of taxation on industry should be ostimated not with 
regard to this proposal alone but in the light of tho cumulative effect of this 
tax along with other taxation measures , such as the Capital Gains Tax the 
increasein the Corporation Tax and the alteration in the ino dence ofthe Super 
tax. Another proposalofours in connection with this clause of the Bill in that , 
along with the business of life insurance , generalingurance ,banking, investment 
and publio utility concerns should be totally exempt from Business Profits Tax 
under this Bill. Special congideration might also be given to the Indian ship 
ping industry ,whose growth is so strongly desired by Indian public opinion . 

6 . Wedrow attention to the omission from this Bill of a clause on the lines 
of Section 26 of the Excess Profits Tax Act wbich gave power to the Central 
Board of Revonue to give relief if it was batisfied that , in the case of any parti 
oularbusinons , special circumstances existed which rendered it inequitable that 
the abatement should be computed in accordance with the provisions of that 
measure. Such special circumstances , which might also arise in the operation 
of this Bill, would include in particular cases where the capital employed in a 
business is disproportionately small in relation to the volume of the activities 
ofthebusiness and the risks involved , where beavyexponses have been incurred 
in connoction with experimontal or development work , or where the business is 
of a pioneer nature . We fail to understand how the addition of such section 
enabling the grant of relief by the Central Board of Revenue at its discretion 
oan possibly be objected to . 

7 . We know that the modifications suggested by us in Clauses (2 ) and (4 ) 
of the Billwould recluce tho yield of this tax ,but in our opinion tho yield origi 
nally estimated by tho Finance Membor was a gross underestimate . Wewould 
also point out that not only was the suggestion for a revival of the E . P . T . 
at 33 1 / 3 per cont,which would have yielded more than thosum desired by the 
Finance Member , turned down by him but that an offer made by one of us to 
suggest alternativemanures hy which such shortfall of rovenue might bemade 
good wasmet with a marked disinclination on his part to consider such sugges 
tions. On the issue of arrears of collection of income-tax and super-tax , it 
was not denied that there were heavy artoars. It was claimed that somo of 
these arrears were inoluded in the estimates . We feel, however, that additional 
artears would accrue to Govornment Reyonues in the current budgetary yoar 
if efficient and energetio collection were offocted , 

8 . In conclusion , we would like to record our opinion that, even in the 
modified form in which we are recommending it , the proposed Business Profits 
Tax tends to conceal the increased incidence of taxation on investors and on 
businesses in this country and that in the case of every business concern such 
inoidenco would , at the lowest, be 7 annas in the rupee and might go up to 8 , 9 
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or 10 annas, or even more , dependent on its vapital structure and profits . In 
nocage can there be any justification for the operation ofthis tax being extend 
od beyond the period of one year forwhich this measure is devised , 

MOHAN LAL SAKSENA , 
K . C . NEOGY , 
SATYA NARAYAN SINHA . 
N . G . RANGA . 
M . R . MASANI. 
VADILAL LALLUBHAI. 

MANU SUBEDAR , 
NEW DALHI ; 

D . CHAMAN LALL . 
The 19th March 1947 . 

MANGAL SINGH . 
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ANNEXURE TO MINUTE OF DISSENT 
Statement supplied by the Finance Department 
Tax payable if E . P . T . charged 

B . P . T . AT 

- - - 25 per cent . 
E , P . T . ut at 80 per cont ut 40 por cant at 337 per cent on excess 
66 2 / 3 per cont with Standard of 8 por cunt. on Propriotor s over Ra, ono 
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* II 
I am generally in agreement with the above jointminute of dissent . But 
the most important consideration that has weighed with me in dissenting from 
the majority report is the refusal of tbe Honourable Finance Momber to re 
instate the E . P . T . with suitable modifications favouring the Government 
itself in the place of this proposod B . P . T . although the E . P . T . is shown by 
the figures supplied to us by the Central Board of Revenue , to be much moro 
productive than the B , P . T . when the business community which has to pay 
these taxes has itself preferred to accept the E . P . T . to the proposed B . P . T . 
and when the former can yield even more revenue , I consider the attitude of the 
Finance Member to be wholly inexplicable and unjustifiable . 

Statesmanship and administrative efficiency and facility would neem to 
indicate that Government ought to agree to go back to E . P . T . instead of for O 
ing the B . P . T . which the business community so much dislikes . Hençe my 
protest against this unreasonable attitude of the Government over this 
fundamental matter . Honce my unwillingness to go into the details of th 8 
B . P . T . Bill. 
NEW DELHI ; 

N . G . RANGA. 
The 19th March 1947 . 
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L A Bill No . 29 OF 1947 

(AS AMENDED BY THE SHLEOT COMMITTAL ) 
(Words unlırlindo sorkelinni indicate the amorulments suggestd by the Commutere 
astı risks indicat omniysiins.) 

A Bill to impose a special tax on a certain class of income 
WHEREAS it is expedient to impose a special tax on income 
arising from business ; 

It is hereby enacted as follows : 
Short title, extent 1. (1) This Act may be called the Business Profits Tax 
and 

Act , 1947. 
commonoumont 

(2 ) It extends to the whole of British India . 

(3 ) It shall come into force on such date as the Central 
Government may, by notification in the official Gazette , 

appoint. 
Intorprotation 2 . In this Aot, unless there is anything repugnant in he 

gubject or context, 

(1 ) " abatemont ” means , in respect of any chargoab ] 
accounting period , a sum which bears to a sum equal to 

(a ) in the case of a company , not be ng a com 
pany deemer for the purposes of section 9 to be a 
firm , six per cent. or five per cent . of the capitalof the 
company on the first day of the said period computed 
in accordance with Schedule II , according as the 
directors of the company respectively hny. ou have 
not control of the company, or one lakh of rupes, 
whichever is greater , or 
(b ) in the case of a firm having 
(1) not more than two working partners , 

one lakh of rupees , or 
(ii ) thre, working partnera , one and 

a half lakhs of rupees , or 
(iii) four or more working partners , two 

lakhs of rupees , or 
(c ) in the case of a Hindu un livided family 
two lakhs of rupees , or 

(d ) in any other case , ono takh of rupees , 
the same proportion as the said period bears to the period of 
one year ; 

(2 ) " arcounting period ” in relation to any business mauns 
Any period which is or has b en determined as th previous 

year for that business for the purposes of the Indian Income. 
XI of 1022 tax Act, 1922 ; 

( 3 ) " business " includes any trade , commerce or mamu 
acture, or any adventure in the nature of trade , commerce 
for manufacture , or any profession or vocation the profita 

f which are chargeable according to the provisions of section 
10 of the Indian Income-tax Act , 1922 ; 
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Provided that whore the funotions of a company or of 
& socioty incorporated by or under any enactment consist 
wholly or mainly in the holding of inves ments or other pro 
perty , tbe holding of the investments or property shall be 
deemed for the purpose of this definition to be a business 
carried on by such company or society : 

Provided further that all businesses to which this Aot 
applies carried on by the same person shall be treated as one 
business for the purposes of this Aot ; 

(4 ) " chargeable accounting period ” means 

(a ) any accounting period falling wholly within the term 
beginning on the first day of April, 1946 , and ending on the 
thirty -first day of March , 1947 ; 

(6 ) where any accounting period falls partly within and 
partly without the said term , such part of that socounting 
period as falls within the said term ; 

(5) ( Company means a company as defined in the 
Indian Companies Act, 1913 , or formed in pursuance of an VII of 1018 
Aot of Parliament or of Royal Charter or Letters Patent, or 
of an Act of the Logislature of a British possession or of a law 
of an Indian State , and includes any foreign association , 
whether incorporated or not, which the Central Board of 
Revenue may . by general or special order , declare to be a 
company for the purposes of this Aot ; 

(6 ) " control of a company ” means control direct or 
indirect of more than one -half of the voting power attached 
to the total issued paid -up share capital of the company , 
or control vested by its Memorandum and Articles of 
Association otherwise than by reforonce to such voting power : 

Provided that tho voting power attached to shares held 
by a nominee or trustee for any person shall be deemed for 
the purpose of this definition to be held by that person ; 

(7 ) " deficienoy of profits” means -- 
) where profits have been made in any chargeable ao 

counting period , the amount by which such profits 

fall short of the ahatenent in respect of that period ; 
(ii) where a loss has been made in any chargeable ac 

counting period , the amount of the loss added to 

the abatement in respect of that period ; 
(8 ) " dirootor " includes any person ocoupying the posi. 
tion of a director by whatever name called and also includes 
any person who 

(i) is a manager of the company or oonoorned in the 

management of the business , and 
( ii ) is remunerated out of the funds of the business , and 
(iii ) is the beneficial owner of not less than twenty per 

cont, of the ordinary share capital of the oompany ; 
(9 ) " dividend " has the game moaning as in section 2 of 
the Indian Income-tax Act , 1922 
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( 10 ) " firm " , " partner and “ partnership ” have the 
same meanings respectively as in the Indian Partnership Act, 
1932 ; 

( 11 ) " fixed rate " in relation to dividends on share oapital, 
other than ordinary share capital, inoludes a rate fluotuat 
ing in accordance with the maximum rate of income- tax ; 

(12 ) " loss " means a loge oomputed in the same manner 
as , for the purposes of this Aot, profits are to be computed ; 

( 13 ) " ordinary share capital " , in relation to a company , 
means all the issued share capital (by whatever name 
called ) of the company , other than oapital the holders where 
of have a right to a dividend at a fixed rate but have no 
ther right to share in the profits of the company ; 

( 14 ) " person " includes a Hindu undivided family ; 

( 15 ) “ presoribed ” means presoribed by rules made under 
this Aot ; 

( 16 ) " profits " means profits aus determined in accordance 
with * Sohedule I ; 

(17 ) " taxable profits " means the amount by whioh the 
profits during a chargeable Acoounting period exoned the 
abatoment in respect of that period ; 
1 (18 ) “ working partner " of a firm means a partner thereof 
who is required by the terms of the contract of partnership to 
devote substantially the whole of his time to the business of 
the firm . 

3 . (1 ) Every Commissioner of Inoome-tax , Appellate 
Assistant Commissioner of Income- tax , Inspooting Assistant 
Commissioner of Inoome-tax and Income-tax Offioer shall have 
the like powers under this Act and in relation to the same area 
and cages as he exeroiges under the Indian Inoome- tax 
Act, 1922 . 

(2 ) All officers and persone employed in the execution of 
this Aot shall observe and follow the orders , instructions 
and directions of the Central Board of Revenue : 

Provided that no such orders, instruotions or directions 
shall be given so as to interfere with the discretion of the 
Appellate Assistant Commissioner of Inoome-tax in tho 
exercise of his appellate funotions. 

4 . Subjeot to the provisions of this Aot, there shall , in reg 
peçt of any business to which this Aot applies , be charged , 
levied and paid on the amount of the taxable profits during 
any chargeable accounting period , a tax ( in this Aot referred to 
as " business profits tax " ) which shall be equal to twenty 
five per cent. of the taxable profite ; 
Provided that 

(a ) any profits which are , under the provisions 
of sub -section (3 ) of section 4 of the Indian Income 
( tax Act, 1922 , exempt from incomo- tax , 
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6) all profits from 


a business by oor subsidy 


(b ) all profits from any businoss of life insurance , 

(c ) any sum paid to a business by or through the 

Central Government by way of bonus or subsidy , - - 
shall be totally exempt from business profits tax under this 
Act . 


perio fought into Britid the aforesaid a fare received o 


5 . This Act shall apply to every busineng of whioh any part Applioabion of Aot. 
of the profits made during tho chargeable accounting period is 
chargeable to inoome-tax by virtue of the provisions of sub 
clause (1 ) or sub - olauge (iz ) of clause (b ) of sub -section (1 ) of 
section 4 of the Indian Income tax Act, 1922 , or of clause (c ) XI of 1929 
of that sub -section : 

Provided that this Aot shall not apply to any business the 
whole of the profits of which acorue or arige without British 
India where such business is carried on by or on behalf of a 
person who is resident but not ordinarily resident in British 
India , unless the business is controlled in India : 

Provided further that this Aot shall not apply to any income, 
profits or gains of business acoruing or arising within an Indian 
State unless such income, profita or gains are received or deemed 
under the provisions of the aforesaid Aot to be rtceived in or 
are brought into British India in any chargeable acoounting 
period , or are assessable under section 42 of that Aot . 

Rollof on 
6 . Where a deficienoy of profits ocours in any chargeable bourrunde 
accounting period in any business, the taxable profits of the loflolenoy of 
business shall be deemed to be reduced and relief shall "rofibu . 
be granted in accordance with the followiog provisions : 

(a ) the aggregate amount of the taxable profits for the 

previous chargeable nocounting periods shall be deem 
ed to be reduced by the amount of the deficienoy 
of profits and the amount of business profits tax 
payable in respect thereof shall be deemed to be re 
duced accordingly , and the relief necessary to give 
effect to the reduotion shall be given by repayment 

or otherwise ; 
(6 ) where the amount of the deficienoy of profits exceeds 

the aggregate amount of the taxable profits for the 
previous chargeable accounting periods or where 
there is no previous chargeable accounting period , 
the balance of the deficienoy of profite or the whole of 
the defioienoy , as the case may be, shall be applied in 
reducing any taxable profits for the next subsequent 
chargeable acoounting period , and if and so far as it 
exceeds the amount of those profits , any taxable 
profits for the noxt subsequent chargeable accounting 

period and so on . 
7 . As from the date of any change in the persons carrying Change In Porsons 
on a business , the business shall be deemed for all the purposes carring 

business 
of this Aot to have boon disoontinued and a new business to " 
have been commonood : 
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Provided that where a change takes place in the persons, 
carrying on a business and where except for such change relief 
would be allowable under section 6 , the Contral Board of Re 
venue may, if it thinks fit, allow such reliof under that section 
as it considers just, having regard to the extent to which the 
persons directly or indirectly interested in the business before 
the change remain interested therein after the change . 

8 . (1 ) Where any interest, annuity , or other annual pay 
ment, or any royalty or rent, is payahle by one company to 
another company, and ono of those companies is a subsidiary 
of the other , or both are subsidiaries of a third company, and 
the recipiont company is resident outside British India , no 
allowanoo shall be made in respect of such payment in 
computing the profits or logges of the paying company . 

(2 ) Where — 
(a ) a company (hereinafter referred to as " the principal" ); 

is residont in British India and is not a subsidiary 
of any other company resident in British India ; 

and 
(6 ) during the whole or any part of any chargeable a C 

counting period of the principal, another company 
resident or carrying on business within British India 
(hereinafter referred to as " the sulmidiary " ) is a 

subasdiary of he prisripa ) 
the capital or profits or losses of the subsidiary for such 
chargeable accounting period or part thereof shall be treated 
for the purposes of this Act as if they wero the capital of, or 
as the case may be , profits or loanon arising from tho businoge 
of , the principal : 

Provided that the profits of tho subsidiary go trented shall 
not be exempted from business profits tax in tho hands of the 
principal by reason of any exemption applicable to the 
principal under the proviso to section 4 . 

( 3 ) Where the chargeable accounting periods of the prinoi 
pal and subsidiary are not co - terminous, such division and 
apportionment of the profits or logges of tho subsidiary for any 
chargeable accounting period shall be made us will allocate 
the due proportion thereof to the relative chargeable ao 
counting period or periods of the principal ; and such division 
and apportionnent shall be by reference to the proportion 
that the number of days of the chargeable accounting period 
of the subsidiary falling within the relative chargeable ao 
counting period or periods of the principal b as to the total 
number of days in the chargeable accounting period of the 
subsidiary . 

( 4 ) For the purposes of this section a company shall be 
deemed to be a subsidiary of another conpany if and so long 
as not less than four - fifths of its ordinary share capital is 
beneficially owned by that othor company , whether directly 
or through another company or other companies , or partly 
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directly and partly through another company or other com 
panies . 

( 5 ) The business profits tax payable by virtue of this 
section by tbo principal shall , for the purposes of section 10 , 
be allocated by the Income tax Officer to the respective 
companies concerned in such proportion as in his opinion is just : 

Provided that the principal shall have the same rights 
of appeal against an order of allocation mado under this sub -geo 
tion as it has under this Act against the amount of its business 
profits tax assessment. 

9 . Whorn an individual is entitled to profits arising from Aggregation of 
more than one business , of which at least ono is carried on bv proin 10 ortaib . 

casos . 
a firm in which he is a partner , the Incomo-tax Officer may, 
with tho prior sanction of the Inspecting Assistant Com 
missioner of Incomo- tax , aggrogate the shares of such indivi 
dual in the profits or losses of all of such businesses and treat 
the sum of such aggregation as the profits of a businons carriod 
on hy auch individual and assess him accordingly : 

Provided that if tho accounting periods of such businesses 
are not co -terminous , the Income tax Officor shall determino 
in respect of such individual his chargeable accounting period 
and shall make auch divisions , apportionments and aggrega 
tion of tho shares of much individual in the profits or losses 
of the govorul businesses as may be necessary to determine for 
Buch chargeable accounting period the total profits and gains 
of such individual therefrom : 

Provided further that for the purposes of this section , a 
company , which is neither one in which the public are sub 
stantially interested , as defined in the Explanation to sub 
section ( 7 ) of section 23A of the Indian Inrome-tax Act , XI of 1922. 
1922 , nor a subsidirry company as defined in sub -section ( 4 ) 
of section 8 of this Act , shall be deemed to be a firm in which 
the persone having an interest in the company are partners , 
or , in tho case of a sole -shareholder , a business carried on by 
that solo -ahareholder , and the profits of such company shall 
bo computed accordingly : 

Provided further that any profits or losses go aggregated 
for assessmont upon an individual shall be excluded from the 
profits or loss08 of the respective businesses for the purposes 
of this Act ; and no assessment under this Act shall be made 
in respeot of any such businoss gavo in the names of the other 
partners therein 

Allowanoo of 
10 . The amount of the business profits tax payable by bu 
any person for any chargeablo Accounting period shall , in tax in oomputing 
computing total income for the purposes of the relovant income for 

incommo - tas 
inconie - tay or super -tax assessment, be allowed as a doduo- purpo . 
tion : 

Providod that whore , under the provisions of this Act 
relating to doficiencies of profits rolief is given by way of 


Purpoodi , 
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repayment from business profits tax chargeable for any charge 
able accounting period previous to that in whioh the defi 
ciency occurs , the amount of the deduction allowed shali 
not bo altered , but the amount repayable shall be taken into 
account in computing the profits and gains of the businege 
for the purposes of income-tax as if it were a profit of the 
business accruing in the previous year (as determined for 

that business for the purposes of the Indian Income- tax Act , 
XI of 1922 . 

1922 ) in which the deficienoy of profits ocours. 
Lantio of notloo for 11 . ( 1 ) The Income tax Officer may , for the purposes of 
A 88056mont. 

this Act , require any person whom he believes to be engaged 
in any business to which this Act applies , or to have been 
80 engaged during any chargeable accounting period , or to be 
otherwiso liable to pay business profits tax , to furnish within 
guch period , not being less than forty - five days from the date of 
the service of the notice , as may be specified in the notice , a 
return in the prescribed form and verified in the prescribed 
manner setting forth ( along with such other particulars as 
may be provided for in the notice ) with respect to any charge 
able accounting period specified in the notice the profits of the 
business or the amount of deficiency , if any , available for relief 
under section 6 : 

Provided that the Income tax Officer may , in his discre 
tion , extend the date for the delivery of the return . 

(2 ) The Income- tax Officer may serve on any person , 
upon whom a notice has been served under sub -section ( 1) , 
a notice requiring him on a date to bo therein specified to 
produco , or cause to be produced , such accounts or documents 
as the Inoome-tax Officer may require , and may from time to 
time serve further notices in like manner requiring the pro 
duction of such further accounts or documents or other evi . 

dence as he may require . 
Agumonto , 

12 . ( 1) The Incomo-tax Officer shall , hy an order in 
writing after considering such evidence , if any , as he has 
required undor section 11, assess to the bost of his judgment 
the profits liable to business profits tax and the amount of 
business profits tax payable on the basis of such asgenement , 
or if there is a deficiency of profits, the amount of that 
deficiency and the amount of business profits tax , if any 
ropayable , and shall furnish a copy of such order to the person 
on whom the assessment has been mado . 

(2 ) Business profits tax payable in respect of any charge 
able accounting period shall be payable by the person carrying 
on , or treated as carrying on , the business in that period . 

( 3 ) Where two or more persons were carrying on the 
business jointly in the chargeable accounting period , the 
assessment shall be made upon them jointly an , in the case 
of a partnership , may be made in the partnership name. 

( 4 ) Where by virtue of the foregoing provisions an aggess 
ment could , but for his death , have been made on any person 


repayable, and the amount of profits, 
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either solely or jointly with any other person or persons , the 
assessment may be made on his legal representative either 
sololy or jointly with that other person or persons , As the 
case may be . 

13 . ( 1) The Income-tax Officer , before proceeding to Powor to make 
mako an assessment ( in this soction referred to as the regular provisional 

A980 Bargent 
abbes ment) under section 12 , may, at any time after the 
expiry of the period specifiod in the notico issued under sub 
section ( 1) of section ll as that within which the return there 
in referred to is to be furnished , and whether the return has 
or has not been furnishod , proceed to make in summary 
manner & provisional assessment of the taxable profits and the 
amount of business profits tax payable thoroon . 

(2 ) Before making such provisional assessment the Income 
tax Officer shall give notico in the prescribed form to the person 
on whom assessment is to be made of his intention to do so , 
and shall with the notico forward a statement of the amount 
of the proposed assessment, and the said person shall be en 
titled to deliver to the Incomo-tax Officer at any time within 
fourteen days of receipt of the said notice a statement of his 
objections, if any , to the amount of tho proposed assossment. 

(3 ) On expiry of one month from the date of service of 
the notice referred to in sub -section ( 2 ), or earlier if the 
assessee agrees to the proposed assessment , the Income- tax 
Officer may , after taking into account the objections , if any, 
made under sub -section (2 ), make a provisional assessment, 
and sball furnish a copy of the order of assessment to the 
ASBOBBCO : 

Provided that assent to the amount of the agnesement, 
or failure to make objection to it , shall in no way prejudice 
the assessee in relation to the regular assessment. 

(4 ) In making any such provisional assessment the Income 
tax Officer shall make allowance for any deficiencies of pro 
fits for previous chargeable accounting periods which are under 
the provisions of section 6 to be set off against the taxable 
profits of the chargeable accounting period in respect of which 
the assessment is being made : 

Provided that, where sucb deficiencies of profits have not 
been determined under sub -soction ( 1 ) of section 12 , the Income 
tax Officer shall estimate the amount thereof to the best of 
his judgment . 

(5 ) There shall be no right of appeal against a provisional 
assessment mado under this section , and it shall , until a regu 
lar assessment is made in due course under section 12 , determine 
the amount of business profits tax due from the assengee . 

(6 ) If, when a regular assessment is made in due course 
under section 12, the amount of business profits tax payable 
thereunder is found to exceed that determined as payable 
by the provisional assessment, it shall be reduced by the amount 
determined as payable by the provisional assessment . 
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- (7 ) If, when a regular assessment is made in due course 
under section 12 , tho amount of business profits tax payable 
thereunder is found to be less than that determined as payable 
by the provisional Assessment, any excess of tax paid as a result 
of the provisional assessment shall be refunded to the assessee , 
together with interest at two per cent . per annum calculated 
from the date of payment of such excess tax to tho date of the 
order of refund , both days inclusive . 

14 . If, in consequence of definite information which has 
come into his possession , the Income-tax Officer discovers 
that profits of any chargcable accounting period chargeable 
to business profits tax have escaped assessment, or have been 
underassessed , or have been the subjeot of excessive relief, 
he may at any time within four years of the end of the charge 
able accounting period in question serve on the person liable 
to such tax a notice containing all or any of the requirements 
which may be included in a notice under section 1l , and may 
proceed to assess or reassess the amount of such profits liable 
to business profits tax , and the provisions of this Act shall , 
BO far as may be, apply as if the notice were a notice igsuod 
under that seotion . 


Panaltios , 


15 . If the Income-tax Officer , the Appellate Assistant 
Commissioner of Income-tax or the Commissioner of Income 
tax , in the course of any proceedings under this Act, is satisfied 
that any person has , without reasonable cause , failed to fur 
nish the return required under sub -section ( 1) of section 11 , 
or to produce or cause to be produced the accounts or doou 
ments or other evidence required by the Income-tax Officer 
ander sub -section (2 ) of that section , or has concealed parti 
oulars of the profite of the business, or has deliberately furnished 
inacourate particulars of such profits, he may direct that suon 
person shall pay by way of penalty, in addition to the amount 
of any business profits tax payable , a sum not exceeding 
(a ) where the person has failed to furnish the return re 

quired under sub - section (1 ) of section ll , the amount 

of the business profits tax payable ; 
(6 ) in any other case, the amount of business profits tax 

which would have been avoided if the return made 

had been accepted as correot : 
Provided that the Income tax Officer shall not impose 
any penalty under this section without the previous approval 
of the Inspecting Assistant Commissioner of Income-tax . 


Appeal to 

16 . (1 ) Any person objecting to the amount of business 
Appollste Assistant 
Commissionor of 

profits tax for which he is liable as assessed by the Income 
Izoomo- tax . tax Officer or denying his liability to be assessed under this 

Act, or objocting to any penalty imposed by the Income-tax 
Officer , or to the amount of any deficiency of profits as assessed 
by tho Income-tax Officer , or to the amount allowed by the 
Income- tax Officer by way of relief under any provision of this 
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Act or to any refusal by the Income-tax Officer to grant re 
lief, may appeal to the Appellate Assistant Commissioner of 
Income- tax . 

(2 ) An appealshall ordinarily be presented within forty -five 
days of receipt of the notice of demand relating to the assess 
ment or penalty objected to , or in the case of an appeal against 
the assessment of a deficienoy of profits, within thirty days of 
the receipt of the copy of the order determining the deficiency , 
or in the case of an appeal against the amount of a relief granted 
or a refusal to grant relief , within forty- five days of the receipt of 
the intimation of the order granting or refusing to grant the 
relief, but the Appellate Assistant Commissioner of Income 
tax may admit an appeal after the expiration of that period 
if he is satisfied that the appellant had sufficient cause for not 
presenting it within that period . 

(3 ) An appeal shall be in the prescribed form and shall be 
verified in the prescribed manner. 

(4 ) The Appellate Assistant Commissioner of Income 
tax shall hear and determine the appeal and, subject to the 
provisions of this Act, shall pass such orders as he thinks fit , 
and such orders may include an order enhancing the assegement 
or a penalty : 

Provided that an order enhancing an assessment or penalty 
shall not be made unless the person affected thereby has been 
given a reasonable opportunity of showing cause against such 
enhancement. 

(5 ) The procedure to be adopted in the hearing and deter 
mination of appeals shall be in accordance with the rules made 
by the Central Board of Revenue in relation to income-tax . 


1922 


17 . Any Income-tax Officer or any person in respect of Appeal to 
whose business an order under section 12 has been passed bunal 
and who objects to an order passed by an Appellate Assistant 
Commigsioner of Income-tax under section 15 or section 16 
may, within the prescribed time and in the prescribed manner , 
appeal against such order to the Appellato Tribunal Constituted 
under tho Indian Income-tax Act, 1922, and that Tribunal 
shall have all such powers in disposing of the appeal as it has 
in respect of appeals preferred to it under the said Act . 

The Commissioner of Incomo-tax may , at any time Rootification of 
withn four years from the dato of any order passed by any ma 
Appellate Assistant Commissioner of Income-tax or Income-tax 
Officer under this Act , rectify any mistake in any evidence 
recorded during rasossment or appellate proceedings, or any 
mistake apparent from the record and shall within the like 
period rectify any mistake apparent from the record which 
has been brought to his notice by a person to whose business 
this Act applies : 

Provided that no such rectification shall be made having 
the effect of enhancing the liability of any person unless that 
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provisions of 
Aot XI of 1922 . 
Xy of 1940 


Incomo-tas 
papers to bo 
availablo for the 
purposes of this 
Aot. 
XI of 1922 


Failure to deliver 
return ; or 
etetomonde . 


Falso statomonta . 


person has been given a reasonable opportunity of being 
heard . 

19 . The sections of the Indian Income-tax Aot, 1922 , 
as applied to excego profits tax by virtue of section 21 of the 
Excess Profits Tax Act, 1940 , shall , in so far as they are not 
repugnant to the provißions of this Act , apply to business 
profitæ tax as they apply to excess profits tax . 

20. (1 ) Notwithstanding anything contained in the Indian 
Income-tax Aot , 1922 , all information contained in any 
statement or return made or furnished under the provisione 
of that Aot or obtained or collooted for the purposes of that 
Aot may be used for the purposes of this Aot . 

(2 ) All information contained in any statement or return 
made or furnished under the provisions of this Aot or obtained 
or collected for the purposes of this Aot may be used for the 
purposes of the Indian Inoome-tax Act, 1922. 

21 . If any person fails , without reasonable cause or exouge , 
to furnish in duo time any return or statement, or to produce , 
or cause to be produoed , any accounts or doouments required 
to be produced under section ll , he shall be punishable with 
fine which may extend to five hundred rupees , and with a 
further fine whioh may extend to fifty rupees for every day 
during which the default oontinuos . 

22 . If a person makes in any return required under section 
11 any statement which is false , and which he either knows or 
believes to be false or does not believe to be true , he shall be 
punishable with simple imprisonment which may extend to 
six months, or with fine which may extend to one thousand 
rupees , or with both . 

23 . ( 1) A person shall not be proceeded against for an 
offence under section 21 or section 22 except at the instance 
of the Inspecting Assistant Commissioner of Income-tax , 

(2 ) No prosecution for an offence punishable under section 
21 or section 22 or under the Indian Penal Code shall be 
instituted in rospoot of the same faots as those in respeot of 
which a penalty has boon imposed under this Aot . 

( 3) The Inspecting Assistant Commissioner of Income 
tax may , either before or after the institution of proceedings , 
compound any offence punishable under section 21, or section 
22 . 

24 . ( 1 ) The Central Board of Revenue may , subjeot to the 
oontrol of the Central Government, make rules for carrying 
out the purposes of this Aot . 

(2 ) Without prejudioo to the generality of the foregoing 
power , such rules may 
(a ) prescribe the procedure to be followed on appeals , 

applioations for rectification of mistakes , and 

applications for refunds : 
(6 ) provide for any matter which by , or under, this Aot 

is to be presoribed . 


Institution of 
proceedings and 
oom position of 
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( 3 ) The power to make rules oonferred by this section 
shall be exeroised in liko manner as the power to mako rules 
under section 59 of the Indian Income-tax Act , 1922 xt of 1022 


- 


- - - 


" SCIIEDULE I 

[ See SECTION 2 (10 ). ] 
Rules for the computation of profits for purposes of Business 

Profits Tax . 
1. The profits of a business during any chargeable account . 
ing period shall be separately computed , and shall, subiect to 
the provisions of this Schedule , be computed in accordance 
with the provisions of soction 10 of the Indian Income-tax 
Aot , 1922 : 

1 of 1922 
Provided that any sums other than any interest paid by a 
firm to a partner of the firm excludod under the proviso to 
olause (iii ) of sub -section (2 ) or oluyse (a ) of sub -section (4 ) 
of that section from the allowances made in computing the 
profits of the business for the purposes of income tax shall, if 
paid , be included in those allowances when computing the 
profits of the business for tho purposes of business profits tax 

Provided further 
(a ) that any sums received or orodited in a chargeable 

accounting period which by virtue of rule 9 of 
Schedule I to the Excess Profits Tax Act, 1940 , 11 of 1941 
have been treated as business receipts for the pur 

pose of assessment to excess profits tax ; and 
(b ) any expenditure or loss incurred in any chargeable 

accounting period , allowance in respect of which 

has boon made for excess profits tax purposes , 
shall be disregarded in computing the profits or losaos of the 
chargeable accounting period : 

Provided further that whore a chargeable accounting 
period is not an accounting period , the profits or losses of tho 
business during the 4000unting periods wholly or partly 
inoluded within the chargeable accounting period shall be 80 
computed as aforogaid , and such division and apportionment 
to specific periods of those profite or losses and such aggregntion 
of those profits and losses , or any apportioned part thereof, 
shall he made as appears nevesaury to arrive at the profit 
during the chargeable accounting period ; and any such 
apportionment shallbe made in proportion to the number of 
days in the respective periods. 

2 . (1 ) The principle of adding the allowance for doprecia 
tion for any one period to the allowance for depreciation for 
any subsequent period and deaming it to be part of the allow 
ance for such subsequent period shall not be followed 

( 2 ) Nothing in this Act shall be construed as permitting 
the applioation , in computing profits for the purposes of busi 
neng profits tax , of the provisions of sub -geotion (2 ) offertion 
24 of the Indian Income-tax Act, 1922 . 

X1 of 1 22 
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3. Income received from invostmonts or other property 
shall be included in the profits only as providi d in this 
rule , that is to say , 
(a ) in the case of the business of a building society , or 

a banking business , ingurance business or business 
consisting wholly or mainly in the dealing in or 
holding of investments or other property , the 
profits shall inolude all income received from 

investments or other property ; or 
(b ) in the case of a business part of which consists in 

banking , insurance or dealing in investments or 
other property , not being a business to whiob 
olause (a ) applies , the profits shall include all 
inoome received from investments or other property 

held for the purposes of that part of that business : 
Provided that 
(i ) income received directly or indirectly by way of 

dividend or distribution of profits from a body 
corporate carrying on business as defined in this 

Aot , and 
(ii) income to which the persons carrying on the business 

are not beneficially entitled , - 
shall in no case be included . 

4 . ( 1) In the case of a business carried on , in any 
accounting period which constitutes or includes a chargeable 
accounting period , by a company, the directors whereof have 
throughout that acoounting period a controlling interest there 
in , no deduction shall be made in respect of directors remune 
ration in compu ing the profits for that accounting period 

(2) Where, in the case of a business carried on by a company 
in any accounting poriod which constitutes or includes a charge 
able accounting period , the directors of the company have 
during any part of that accounting period a controlling interest 
therein , and the case is not one to whioh sub -rule ( 1 ) applies , the 
profits of the accounting period shall be computed as if the 
directors of th company had no controlling interest therein , 
and to the part thereof appropriate to the chargeable account 
ing period ascertained in accordance with the third proviso 
to rule 1 shall be added the directors remuneration for that 
part of the chargeable accounting period during which the 
directors of the company had a controlling interest therein . 

(3 ) In this rule the expression “ directors remuneration " 
does not include 
(a ) tho remuneration of any director who is required to 

devote substantially the whole of his time to the ser 
vice of the company in a managerial or technical 
capacity and is not the beneficial owner of, or able 
eitber directly or through the rhodium of other com 
panies or by any other indirect means , to contol 
more than five per cent . of the ordinary share capi. 
of the company, or 
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(b ) the remuneration of any managing agent where such 

remuneration is included in the profits of the manag 
ing agent s business for the purposes of the business 

profits tax . 
5 . (1) In computing the profits of any chargeable accounting 
period no deduction shall be allowod in respeot of expenses 
in excess of the amount which the Income-tax Officer congiders 
reasonable and necessary , having regard to the requirements of 
the business , and , in the case of directors fees or other payments 
for sorvices , to the actual services rendered by the person con 
ceraed : 

Provided that no disallowance under this rule shall be made 
by the Income-tax Officor unless he has obtainod the prior 
authority of the Inspecting Assistant Commissioner of Income 
tax . 

(2 ) Any person who is dissatisfied with the decision of the 
lovome-tax Officer under this rule may appea ) in the prescribed 
time and manner to the Appellate Tribunal referred to in 
section 17 . 


SCHEDULE IT 

See SEOTION 2 (1) ] 
Rules for computing the capital of a company for purposes of 

Business Profits Tax 


1. For the purposes of ascertaining the abatement under 
this Ac in respect of any chargeablo accounting period the 
capital of a company shall be computed in accordance with the 
following rules. 

2 . ( 1) Where the company is one to which clause (a ) of 
Tule 3 of Schedule I applies , its capital shall be the sum of 
the amounts of its paid -up share oapital and of its reserves in 
so far as they have not been allowed in computing the profil 
of the company for the purposes of the Indian Income -tax Aot 
1922, 

(2 ) Where the company is one to which clause (6 ) of 
Tule 3 of Schedule I applies , its capital, ascertained in aocord 
anco with gub - rule ( 1 ) of this rulo shall be diminished by the cost 
to ii of its investments 0 ; other property , the income from 
which is not includible in the profits , so far as that cost exceeds 
any doht for money borrowed by it . 

(3) In all other cases , the capital shall be the sun ascer 
tained in accordance with the said sub -rule , diminished by 
the cost to the company of its investments so far as that cost 
exceeds any debt for money borrowed by it . 

3 . Any deposits with the CentralGovernment under section 
10 of the Indian Financo Act, 1942, or section 2 of the Excess 
Profits Tax Ordinance, 1943, shall not be regarded as investment 
or other property for tho purposes of this Schedule . 
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The following Report of the Select Committee on the Bill further lo amend 
the Indian Income tax Act, 1922, end the Excess Profils Tax Act , 1940 , WAS 
presented to the Legislntive Assembly on the 19th March , 1947 : 

We, the undersigned , menbors of the Solect Committee to which the 
Bill further to amend the Indian ( ncome- tax Act , 1922, and the Excess 
Profits Tax Act , 1940, was referred , have considered the Bill and have now 
the honour to submit this our Report , with the Bill as amended by us 
annexed thereto . 

Clause 2 . – Our amendment is purely formal, it being well established 
that the expression “ property ” includes actionable claims. 

Clause 6 .-- Our first amendment li mito liability to profite and gains 
arising from transactions taking place than the end of March 1946 . 
We also consider that tho figure of Rs. 00 is too low as the limit below 
which capital gains will not be taxed and have increased this figure to 
Rs. 15 , 000 . And wm propose to exempt fiom liability to the tax capital 
gains arising from - 
(a ) the sale of house property which has been in the abseseee s presen 

bion for not less than seven years ; 
(6 ) compensation Awarded for the compulsory acquisition of property 

for publie purposes ; 
( c ) transfers by a principal compony to A 100 % subsidiary . 
On the other hand, we ingert a provision aimed at the prevention of evasion 
by transfers to conneoted persons. Finally we propose an additional sub 
section to the new section 12 - B for the purpose of affording some relief in 
Casos wh re the transactions are fo : the purpose of replacement of Assets 
employed in the Insifices or are by reason of a change of residence . 

Clause 8 . - - We feel that the concession in favour of asse .Hos other than 
companies which the original clause provides does not go far enough , and 
that the in ome ived from capital gains should not in such cases be lumped 
with other income and assessed with it : prop er for ( tliti tl. 60 
( HAEA , 11 H amount as ed at the trial rates - onlil b. the tital in me 

well, 1 m i it ut capital gains , and that these capital gains should 
be assessed separat li . We i ord , asoole lie le ton cui tal gains , 
beginning with a rata of one anna in the l upee on the whole capital gains 
where the do not prom Rs. 50 ,000 , and risins hy one anna stages up to 
a rate of 5 annas in the rurce on ] - whole amount of the capital gains whore 
that amount ( Vremeals trin lakhs of rupee , Provision for marginal relief is 
included . The capital gains of a company will be excmp from company 

u r - in, but not from additional super -tax iſ it distributes dividends above 
the proscribed l mit . 

Clause 10 . – We raise the maximum limit of the cirry forward o crpital 
losgou to Rs. 15 , 000 consequentially upon our raising of the tax - free limit 
for capital gains 

( quor 13 .- We propose t « lin . it the power to treat as the agent of a 
person residing o ’ t of Briti h IndĄ a person who acquire 8 ( api a ) arset from 
such 1 erson o the cases of transactions occurring after the introduction of 
this Bill 
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use 10 . - Tho purple of this olauza is to enable assinats in casos 
whers 123 prix of five years has alroudy expiral, and to avoid doubty as 
to whsther the analost nal; in th Bill in si finiszt , for this purpose , 
we propose to give it ret opeo ve effect . 


The Bill was published in the official Gazette on th 


th Murch , 1947 - 


3 . We think that the Bill has not been so altered as to require re- publiodo 
tun , and we recommend that it be passed as now amended . 


JOGENDRA NATH MANDAL. 
LIAQUAT ALI KHAN . 
P . J . GRIFFITHS. 
GEOFFREY W . TYSON . 


MOHAMMAD YAMIN KHAN . 


K . NAZIMUDDIN . 


MUHAMMAD NAUMAN . 
H . A . S. H . ISHAQ SETH . 
* K . C . NEOGY . 


* MANU SUBE DAR . 


* D . CHAMAN LALL . 


* VA DILAL LALLUBHAI. 


* MOHAN LAL SAKSENA . 


* N . G . RANGA . 


* SATYA NARAYAN SINHA . 


* M . R . MASANI. 


N . M , JOSHI. 


SHAVAX A . LAL . 


JOHN SHEEHY . 
C . W . AYERS. 


NEW DELHI ; 
Th. 191h Murch , 1947 . 


* Subjeot to a minutt) or minutes of dingent. 
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MINUTES OF DISSENT 


I 


This Bill seeks to inolude capital gains within the definition of incomo 
under the Indian Inoome- Tax Act , 1922 , and Excega Profits Tax Act , 1940 , 
and thusmarks a fundamental departure from the Income- tax polioy followed 
by the Government so far. The Indian Law which is substantially based 
upon the principles of tho British Income-tax law , has deliberately excluded 
casual gains from the category of inoome. The idea underlying this Bill 
has boon borrowed from the United States of Amurica where any realised 
agoretion to capital is treated 48 income. There is, however, a real difference 
in the American and the British conceptions of such receipts. Indeed , the 
psychological approach to the entire problem is different in these two 
countries . 

According to the British View such an impost would be in the nature of 
a levy on capital and not a tax on income. In 1920 the British Royal Com 
mission on the Income tax reported in favour of extending the scope of the 
British law to includo as subjects of taxation certain casual profits . The 
Commission did not recommend the adoption of the all inclusive American 
sobeme, but suggested that there should be subjected to income- tax those 
casual profits made in transactions rocognizable as business transactions , 
1.e., those in which the subject-matter was aoquired with a view to its dis 
position at a profit . Even this cautious recommendation was not adopted 
in Great Britain . It has to be stated , however , that as an interpretation of 
the income- tax law in Britain - as well as in India - profits from a sale or 
re -sale of assets would be assegsable to income-tax if the transaction can be 
regarded as an incident of a trade or business. 

In his Budget speech , the Finance Member referred to the large capital 
gains that have been made in recent years and are still being made " owing 
to prevailing conditions ” , and described these gainsas " unearned increment" , 
for taxing which there was a stronger justification than for taxing ordinary 
income. The Hon ble Member referred to what he described as a laouna 
which this measure was intended to remove . As observed above , the present 
state of law which excluded casual gains from the purview of income-tax is 
the result of a deliberate policy . Among the provailing conditions referred 
to by him , inflation is the principal one, and it is hardly fair to ignore this 
factor that contributes towards the high prices of capital assets . If, however, 
it were intended merely for the purpose of taxing speculativo gains during the 
prevalance of abnormal circumstances , the Bill should have been a 
short term measure . But the proposed law would be a permanent supple 
ment to the Income Tax Act . 

Though the Bill is based upon Amorican precedent, we are afraid that 
the authoritios have not made a full study of the oircumstances that justify 
its operation in America , or of the history of its administration . No informa 
tion on these points has been made available to us beyond the text of the law 
on the subjeot . From what we have been able to gather, however, American 
experience in this matter , and the periodioal changes in the relevant law effeot 
od there , should have a bearing on the consideration of the present proposal. 
Likewise , the British view should be given adequate inportance . In the 
absence of much -needed information on these points , we feel very much handi 
capped in the consideration of the Bill which bristles with complexities. 


L’ART V 


THE GAZETTE OF INDIA , MARCH 29, 1947 


301 


10 . 


In the case of an asset dating from beſoro the lst January , 1939 , its 
valuation as on that date may be adopted for purposes of calculating the gain 
realised by a subsequent sale . The Income tax Officer has been ontrusted 
with the authority of making this valuation , but it is not known what factors 
are expected to be considered in determining the market value as on the 
said date , nor is it obvious as to why this particular date has been adopted 
for this purpose . As regards the factors that may be said to determine 
the value of an asset on any given date , the following are among those that 
are taken into acoount in America : 

(a ) Sales or actual dealings in similar property . 
(b ) Appraisals and opinions of experts . 
(c ) Retrospective appraisals . 
(d ) Cost of reproduction . 
(e ) Capitalisation of income. 
( f ) Prorating the increase in value on a time basis . 

(g ) Book value. 
It will be observed that the element of inflation would indirectly be set off , 
if the above tests were applied to a valuation . The detern ination of the 
value of property in America follows an elaborate procedure intended to en 
gure & fair deal for the assessee . Simplicity , on the other hand , has been 
claimed as a merit of the present taxation proposals , but we are afraid that 
for the sake of such simplicity , many of the safeguards and limitations recog 
nised in U . S . A . have been overlooked . 

Wehave to point out that the very vast difference in economic conditions 
and wealth accretion between U . S . A . and India have been ignored in framing 
this measure . The rapidity with which capital assets change hands in U .S . A ., 
is very much greater than even that which exists in European countries and 
the United Kingdom , and tho caution and circumspection , which should bave 
been employed in drawing a parallel from U . S . A . from this point of view 
do not appear to have been bestowed by government on this measure . 

The above considerations assume some importance in view of the faot 
that an Estato Duty Bill has been introduced in the Assembly , under which 
capital assets of all kinds belonging to an individual will come under a levy 
when they pass from an individual to his heirs. The clarification of Govern 
ment s polioy on the matter of the Estate Duty should precede the final 
adoption of this measure if and when the House decides to take it up . 

One of the guiding principles of the U .S . A . law is to distinguish between 
short-term gains and long-term gains for purposes of Assessment, the present 
line of demarcation being a period of six months. Although in the original 
Bill , this principle wan conceded , the Bill as amended in the Select Committee 
has removed this distinction . Weare advised that in the U .S .A . in the case of 
long -term gains they may be reduced to 50 per cent of thei ramount in assessing 
inoome-tax , or , at the option of the assegsce they may be taxed separately at a 
maximum rate of 26 per cent . The incidence of taxation proposed in this 
Bill is oertainly higher in the maximum scale . Weare further informed that 
in the U . S . A . in 1938 , “ propertv , used in the trade or business of a obaracter 
which is subject to allowance for depreciation " was excluded from the 
definition of capital assets ; and that in 1942 and 1943 changes made in the law 
had the effect of excluding the sale ofrealestate if it had been hold for not legs 
than six months . 
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This mga jure may well have the effoot of placing restrictions on business 
and free exchange of capital which may become less liquid The amount of 
tax estimated by Government as likely to be realised in the Budget year 
under the amended provisions of the Bill is about Rupees 2 crores . This in our 
view is & gross under - estimate . Taking into consideration transaction 
widely known, the yield will be considerably higher. 

We are convinoed that an expert enquiry should be made into all those 
omplex problems and their implications on the structure of business and 
society in this country should fully be examined . In any event , auch a 
measure whioh is foreign to the Indian tax struoture , should not be 
rushed through in its present form . 

We regret our suggestion for an expert enquiry was summarily turned 
clown . Because we are second to none in our antiety to tax capital gains result 
ing from speculation activities , we further suggested that pending the enquiry 
the scope of the Bill should be restricted to easily ascertainable specifio assets 
which len i themselves , more than others , to speculative gains in the poriod 
imm diately after the close of the war . These are --- 

( 1) Business ooncerns as a whole ; 

( 2 ) Stooks, Shares, Seourities and Bullion . 

Weshall urge that this should be the course adopted by the House . With 
regard to other forms of assets , such as residential property , jewellery and 
other personal offects, we suggest that no action may be taken ponding the 
onquiry recommended by us and that Government should submit their 
proposals to the House after fully considering the resulte of such enquiry . 


MANU SUBEDAR 
MOHAN LAL SAKSENA 
M . R . MASANT 
K . C . NEOGY 
VADILAL LALLUBHAI 
N . G . RANGA 
SATYA NARAYAN SINHA 
D . CHAMAN LALL 


NEW DELHI ; 
The 19th March 1947 . 


ІІ 


Guin acoruiag fron the sale of capital assets in native states or 
foreiga countries by resident of British India should be exempted 
from the soope of this Bill provided the amount 80 realised from 
the sale of such capital Assets is not brought into British India . 


VADILAL LALLUBHAI. 


N W DELHI ; 
The 19th March 1947 . 
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L . A . Bill No . 80 OF 1947 
( BILL A8 AMENDED BY THE SELECT COMMITTEE ) 
( Words underlined or sidelined indicate the amendments sug 

gested by the Committee ; asterisk s indicate omissions.) 
A Bill further to amend the Indian Income-tax Act, 1922 , and 

the Excess Profits Tax Act, 1940 . 
WHEREAS it is expedient further to amend the Indian XI of 1922 . 

XV of 1940 . 
Income-tax Act, 1922 , and the Excess Profits Tax 
Act, 1910 , for the purposes hereinafter appearing ; - 
It is hereby enacted as follows : 

CHAPTER I 

Preliminary 
1 . ( 1 ) This Act may be called the Income- tax and Excess Short Utlo sad 
Profits Tax ( Amendment) Act, 1947 . 

commondament 
( 2 ) It shall come into force on such date as the Central 
Government may , by notification in the official Gazette , 
appoint. 


CHAPTER II 


Amendments of Act XI of 1922 
2 . In section 2 of the Indian Income- tax Act , 1922 (here - Amandment 

of section 2 
after in this Chapter referred to as the said Aot ), 

Aot XI of 
(a ) clause (4A ) shall be renumbered as clause (4B ), and 1022 
after claube (4 ) the following clause Bha! be inserted , 
damely : 
" (4A ) " capital is vet” inaang proporty of any kid 

(other than agricultural land ) * uvu - - 
held by an fsgeheee , whether or vi connected 
with his business , profession 

vocation , 
hut does not include any stock -in -trade, consumable 
stores or raw materials held for the purposes of his 

business , profession or vocation ; . 
(6 ) for the Explanalion to cause (6 A ) the following shall be 
substituted , damely : 
Provided further that theexpression " accumulated profits " , 

wherever it occurs in this clause , shall not include 
capital gains of any previous yeur prior to the pre 
vious year for the asseg -ment for the year ending 

on the 31st day ofMarch 1948 ; 
( c) in clause (6C ), after the word and figures section 10 ” , 
the words , figures and letter and any capital gain charge 
able acroidi y to the provisions of section 12B ” shall be 
inserted ; 

(d ) in ola uge ( 15 ), for the words “ does not apply ; and ” 
the words " does not apply and except any capital gain whioh is 
not inoludible in the total income of an assessee ; " shall be 
substituted . 
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Amendmont 
of bootlon 4 , 
Ant XI of 

1922. 


Amondmont 
of wootlon 
HA, Ast XI 
of 1992 . 
Amendment 
of seotlon 6 , 
Aot XI of 
1922. 
Inworblon of 
now bootlon 
12B in Aot 
XI of 1922 


3 . In sub -section ( 3 ) of section 4 of the said Aot, - 

(a ) to clause (iv ) the words " and any oapital gains of the 
Fund arising from the sale , exchange or transfer of such seou 
rities ” shall be added ; 

(6 ) in olause (vii), after the words " Any reccipta " the 
words , figures and letter " not being capital gains chargeable 
according to the provisions of section 12B and " shall be 
inserted . 

4 . To clause (c ) of gootion 4A of the said Act, the words 
account not being taken in either case of inoome chargeable 
under the head " Capital gain " ) shall be added . 

5 . To sootion 6 of the said Aot the following clause shall 
be added , namely S . 

" (vi) Capital gains " . 

6 . After section 12A of the said Aot the following seotion 
shall beingerted , namely : 
12B . ( 1 ) The tax shall bo payable by an asseggee under the 

head " Capital gains " in respect of any pro 
Capital gnini. fits or gains arising from the sale , exchange 

or transfer of a vapital agget effected after the 
31st day of March 1946 ; and such profits anrl gains shall be 
deemed to be income of the previous year in whioh the sale , 
exchange or transfer took place : 

Provided that where the nnount of capital gains in the pre 
vious year does not exceed ifteen thousand rupees , the tax 
shall not be payable by the a99e9900 and such amount shall 
not be included in his totalidrome : 

Provided further that the tax shall not be payable by an 
assessee in respect of any profits or gains arising from the sale , 
exchange or transfer of a capital asset , being property the 
inoomo of which is chargeable undor section 9 and which has 
been posaessed by the assessee for not less than seven years 
before the date on which the sale , exchange or transfer took 
place ; and the amount of such profits or gains shall not be 
linoluded in his total income : 

Provided further that any tra sfer of capital assets by 
reason of the compulsory acquisition thereof under any 
law for the time being in force relating to the compulsory ao 
quisition of proporty for public purposes or any distribution 
of capital assets on the total or partial partition of a Hindu 
undiv ded family , or on the dissolution of a firm or other 
association of persons, or on the liquidation of a company, or 
under a deed of gift , bequest, will or transfer on irrevocablo 
trust shall not, for the purposes of this soction . be treated as 
sale, exchange or transfer of the capital assets : 

Provided further that the transfer of a capital asset by 
a company to a subsidiary company , the whole of the share 
loapitalof which is held by the parent company or by the aomi. 
neos thereof, shall not bi treated as a sale , exchange a 
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transfer within the meaning of this section where the subsi 
diary coinpany is resident in British India and is registered 
under the Indian Companies Act , 1913 , so however that yıt of 1918 
for the purposes of clvuse (vi ) or clause ( vii ) of gub - section 
( 2 ) of section 10 , the cost or the written down value , as the 
case may be, of th transferrel capital anset shall be taken to 
be the same as it would have been if the paront company 
had continued to hold the capital as set for the purposes of 
its business . 

( 2 ) The amount of a capital gain shall be computed after 
making the following deductions from the full value of the 
consideration for which the sale, exchange or transfer of the 
capital asset is made , namely — 
(i) expenditure incurred solely in connection with such 

sale, exchange or transfer ; 
( ii ) the actual cost to the assessen of tho capital asset, 

including any oxpenditure of a capital nature in 
ourred and borne by him in making any additions 
or alterations thereto , but excluding any expendi 
ture in respect of which any allowance is admissible 

under any provision of sections 8 , 9, 10 and 12 : 
Providod that where a person who acquirog a capitalasset 
from the agge88be , whether by sule , exchange or transfer , is 
a person with whom the assessee is directly or indirectly con 
noctod , and the Income tax Officer has reason to believe that 
the sale , exchange or transfer was effentd with the object) 
of avoiclance or reduction of the liability of the ashesgee under 
this section , the full value of the consideration for which the 
sale , exchange or transfor is made shall , with tho prior approval 
of the Inspecting Assistant Commissioner of Income- tax , be 
taken to be the fair markot value of the capital asset on the 
date on which the sale , orohange or transfer took place : 

Provided further that whoro the capital asset is an asset in 
respect of which the assessee has obtained depreciation allow 
anco in any year , the actual cost of the usset to the assessee 
shall be its written down value , as defined in gection 10 , in 
creased or diminished , as the case inay bo , by any adjust 
ment made under clause (vii) of sub -section (2 ) of that sec 
tion : 

Provided further that where the capital asset became the 
property of tho assessee hefore tho lst day of January 1939 , 
he may, on proof of the fair markot value thoreof on the said 
date to the satisfaction of the Income-tax Officor , substi 
tute for the actual cost such fair market value which shall 
be deemed to be the actual cost to him of the assot , and which 
shall be reduced by the amount of depreciation , if any, al 
lowed to the assessoe after the said date and increased or 
diminished , as the case may be , by any adjustment made 
under clause (vii) of sub -section ( ) of section 10 : 

I rovided further that where the capital asset was on any 
previous occasion the subjoct of negotiations for its sale , ex 
change or transfer , any option or other money received and 
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retained by the assessee in respect of such negotiations sha " 
be deducted in computing the actual cost to him of such 
asset . 

( 3 ) Where any capital asset became the property of the 
absessen under any of the circumstances referred to in the 
second proviso to sub -section ( 1) , its actual cost allowable 
to him for the purposes of this soction shall be its actual cost 
to the previous owner thoreof, and the provisions of sub 
section (2 ) shall apply accordingly ; and whore the actual 
cost to the previous owner cannot be ascertained , the fair 
market value at the date on which the capital asset became 
the property of the previous owner shall be deemed to be the 
actual cost thereof. 
1 (4 ) Notwithstanding anything contained in sub -section , 
|( 7 ) , where a capital gain arises from the sale , exchango or trans 
for of a capital asset which immediately before the date on 
which the sale, exchange or transfer took place was being used 
by the assessee for the purposes of his business , profession or 
vocation , or which in the two years immediately preceding 
that date was being used by him or a parent of his mainly for 
the purposes of his own or the parent s own rogidence , and the 
assessoo has within a period of one year before or after that 
date purchased a new capital anset for the same purposes of 
his business , profession or vocation or , as the case may be, for 
the purposes of his own residence , then instead of the capital 
gain being charged to tax as income of the previous year in 
which the sale , exchange or transfer took place , it shall , if the 
absenso0 80 oleots in writing before the assessment is made be 
dealt with in accordance with the following provisions of this 
sub -section , that is to say , 

(a ) if the amount of the capital gain is greater than the 
Joost of the new asset . 

(i ) the difference between the aniount of the capital 

gain and the cost of the new asset shall be 
charged under this section as income of the 

previous year , and 
liä ) for the purposes of computing in respect of the 

new asset any Allowance under clause (vi ) or 
clause (vii) of sub -section ( 2 ) of section 10 or 
the amount of any capital gain arising from its 
yale , exchange or tranşfer , the cost or the written 

down value , as the case may be , shall be nil, or 
(b ) if the amount of the capital gain is equal to or legs 
than the cost of the new asset , - 

(i) the capital gain ahall not be charged under this 

section , and 
(ir) for the purposes of computing in respect of the 

new asset any allowance under the said clause 
(vi ) or any allowance or adjustment under the 
said clauso (vii) or the amount of any capital 
gain arising from its sale , exchange or transfer 
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the costortho written down value , as the case 
inay be , shall be reduced by the amount of 

the capital gain : 
Provided that where in respect of the purchase of a new 
capital asset consisting of plant or machinery the assessee 
watisfies the Incomo-tax Officer that despite the exercise ofdue 
diligence it has no been possible to make the purchase with 
in tho period spocified in this gub -Boction , the Incomo 
tax Officer may, with the prior approval of the Ins 
peoting Assistant Commissioner of Income- tax , extend the 
said poriod to such date is he considers reasonable . 

on . In clauso (c ) of sub -section ( ) of section 14 of the said Amendmont 
Aot, after the words " ure 1962 kable under " the words, figures of hect 

" At XI of 1022. 
and letter " section 12B or ” shall be inserted . 

8 . To section 17 of the said Act the following sub -sections Amendment 
shall be added , namely :- - 

of neotion 17, 

Aot XI of 
(6 ) Where the total inconie of an askeave not being a 1022 . 
company , includes any income chargeable under the head 
“ Capital gains ” , the tax , including super -tax , payable by 
him on his total income shall be 

(i ) income- tax and super - tax payable on his total) 

income as reduced by the amount of such inclu 
sion , liad such reducerl income been his totall 

income, plus 
( ii ) income -tax on the whole amount of such inclu 

sion at the following rates , namely : 
where such amount 

Rate . 
excoods Re , 15 , 000 but does not 

exceed Rs. 50 ,000 . . . . . . . . . . . One anna in the rupee, 
exceeds Rs. 50 ,000) but does not 

exceed Rs 2 , 00 ,000 . . . . . . . Two anlas in the rupee , 
exceeds Rs. 2 , 00 , 000 hut does not 

exceed Rs . 5 ,00 , 000 . . . . . . . . . Three annas in the rupee, 
exceeds Rx , 5 , 00 .000 hut does not 

exceed Rs . 10),00 000 . . . . . . . . . . Four amas in the ripee , 
exceeds Rs. 10 ,00 , 000 . . . , . . . . . . five anuas in the rujeo : 

Provided that where owing to the fact that the amount of 
such inclusion has exceeded a certain limit , income tax thereon 
is payable oris payablent a higher rate , the amount of income 
tax 80 payahla shall be roduced so as not tu exceedi 

(a ) the amount which would have been payable if | 
the amount of such inclusion had not exceeded that limit , 
plus 

(6 ) one-half of the amount by which the amount of 
wuch inclusion ( ichell , that limit . 

(7 ) Where the total income of a company includes any 
income chargeable under the head " ( apital gains " , the super 
tax payable by the company in any year gliall be reduced hy 
an amount computed on that part of its total income which 
consists of such inclusion at the rate of super-tax ( excluding 
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18A , Act XI 
of 1922. 


Amondmont 
of gootion 
24 , Aot XI 
of 1922 , 


( the rate of a 1litiona super - tax , if any ) specified in the 0490 
of company by th : annulAot of the Contral Legislature 
fixing the rate or rates of tax for that year . 

9 . To section 18A of the said Act the following sub 
section shall be added , namely S 

( 12) Any incomo chargoable under the head " Capital 
gains " shall 110t be taken into account for any of the pur 
poses of this section . 

10 . In section 24 of the said Act, aſter sub -section ( 2 ) the 
following sub - sections shall be inserted , namely : 

( A ) Notwithstanding anything contained in sub -section 
( 1), where the loss sustained is a loss falling under the head 
" Capital gains " , sucli Tous shall not be set off except against 
any profits and gains falling under that head . 

(2B ) Where an assessee sustains a loss such as is referred 
to in sub -section (2A ) and the loss cannot be wholly set off 
in accordance with the provisions of that sub -section , the 
portion not so get off shall be carried forward to the following 
year and set off against capital gains for that year, and if it 
cannot be so set off , the amount thereof not so set off shall 
be carried forward to tho following year and so on , so however 
that no such loss shall be so carried forward for more than six 
years : 

Provided that where the logo sustained in any previou 
year does not exceed fiftoen thous and rupees , it shall not 
carried forward . 

11. To section 38 of the said Act the following clause 
shall be added , namely : 

" ( 4 ) require any dealer , broker or agent or any pe son 
concerned in the management of a stock or commodity Ex 
change to furnish a statement of the names and addresses 
of all persons to whom he or the Exchange has paid any sum 
in connection with the sale , exchange or transfer of a capital 
anget , or on whoso behalf or from whom he or the Exchange has 
received any such aum , together with particulars of all such 
payments and receipts . " 

12 In sertion 4 of the snid Act , 
(a ) for the marginal heading the following shall be sub 

Atitutod , namely : 
“ Income deemed to accrue os arise within British 

India " ; 
(b ) in sub -section ( 1), after the words " in cash or in 

kind , " tho words " or through or from tho sale , 
Archango or transfer of il capital anset in British 

India , ” shall be inserted 
13. To section 43 of the spic Act the following Explana 


Amendment 
of section 38 , 
Aot XI of 
1022. 


on 


or the Er the names inmodity 


Amendment 
of geotion 42 , 
Aot XI of 


1091 


13 . To ver added , namelywhether resih day of Febr 


Amandment 
of seotion 48, 
Aot XI of 
1922 . 


“ Explanalion - A person , whether residing in or out of 
British India , who arquet , after the 28th day of February 
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1947, whether by bale , exchange or transfer , a capital annet in 
British India from a person residing out of British India shall , 
for the purposes of charging to tax the capital gain arising from 
such bale , exchange or transfer, be deemed to have a businogg 
connection , within themeaning of this sect on , with such person 
residing out of British India ," 
14 . In clause (d ) of sub -section ( 1 ) of section 580 of the Amendment 

of section 
said Act , after the words " securities purchased therewith , ” 580 , Aot XI 
the words " and of any capital gains arising from the sale , of 1922. 
exchange or transfer of capital assets of the fund , ” shall be 
inserted . 

16 . In scction 58R of the said Act, aftor the words " do- Amendment 
posits of an approved superannuation fund ” the words “ and 88R , Aot xi 
any capital gains arising from the sale , exchange or of 1922 . 
transfer of capital assets of such fund ” shall be inserted . 


- 


- - 


Ingen 


Profits March 1948 perioderson . 


CHAPTER III 

Amendments of Act XV of 1940 . 
16 . In section 15 of the Excess Profits Tax Act, ( hoce - Amendment 

1. of section 16 , 
after in this Chapter referred to as the said Act ), tho words 
" within five years of the ond of the chargeable accounting 1940. 
perioi in question ” shall be omitted , and shall be deemed 
always to have been omitted . 
17. After section 26 of the said Act the following section 

Low bootion 
shall be inserted , namely : 

26A JA Aot 

XV of 1940 . 
" 26A . ( 1) If on an application made to it through the Ex 
Further powers coas Profits Tax Officer , the Central Board of 
of Contral Board Revenue is satisfied that a person who in a 
of Revenue to aborceable ancounting 
orant mortain a chargeable accounting period ending on tha 
lief . 

31st day of March 1946, carried on a business 

the profits of which for any chargeable 
accounting period are charged with excess profits tax , 

(i) incurred during the period commencing on the Ist day of 
April 1946 and ending on the 31st day of December 1947 , in 
koonnection with that business , — 
(a ) expenditure on the removal of works constructed for 

protection against enemy attack ; 
(6 ) whore under the orders of a competent authority the 

business was wholly or partly removed during the 
war, expenditure on again jemoving the business 

or part thereof ; 
(c ) where any plıysical absets held for the purposes of the 

business were altered to adapt them to war conditions , 
expenditure on re -adapting them to normal require 

monts ; 
( d ) expendituro in consequence of the termination of any 

contract for the supply of goods , materials or 
services , or the lease of buildings or machinery to him , 
where that contract is terminated by reason of the 
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termination of a contract for the provision by him of 
goods , materials or services for the purpose of the 

war ; or 
( ii) incurred during tho period commoncing on the 1st 
day of April 1946 and onding on the 31st day of December 1947 , 
a loss on the sale of trading stock hold on the 31st day of March 
1946 for the purposes of the business ; or 

(iii) inourred in any accounting poriod ending on or before 
the 31st day ofMarch 1946 in connoction with that business any 
expenditure referred to in the sub -clauses of clause (0) which , 
except under the provisions of this sub -seotion , is not 
allowable , either wholly or partly , in computing the profits of 
such accounting period : 

the Central Board of Revenue may direct that such allow 
ance as it thinks just shall be made in computing the profits of 
the business during the chargeable accounting period ending 
on the 31st day of March 1948, and effoct shall be given to 
such direction by repayment or otherwisc , as the case may 
require : 

Provided that in giving any suoh direction , the Central 
Board of Rovenue may impose guch conditions as it considers 
appropriate : 

Provided further that where the applicant satisfies the Cen 
tral Board of Revenue that it was not possible to complete 
any work referred to in sub - clauses (a ), (b ) and (c) of clausc ( ) 
withiu the period specifiod in that clause , the Central Board of 
Revenno may ertend the maid period to such date as it consi 
ders reasonable : 

Provided further that, where any change has taken place in 
the persons carrying on the business , the persons carrying it on 
after the change shall have the same right to make an applica 
tion under this wouls- tektion in respect of any expenditure 
referred to in 1765-001119e : (6 ) and (c) of clause (i) as the 
persons previously prying on the business would have had if 
there had been no 411ch change . 

(9 ) Wherean accounting period included , but did not end on , 
the Ist day of March 1946 , all typenditure referred to in the 
sub - olausos of clause (i ) ofsub -saction (1 ) which would , apart 
from the provisions of this sub - nction and rulo 11 of Schedule 
I, be allowable as a deduction in computing the profits of the 
said accounting period , shall be treated for the purposes of sub 
section ( 1) as if it were incurred after thut day, and if an 
application is made under this section no dedu tion from , or 
in computing , the profits of any uncounting period or charge 
able aocounting perio l shall be allowel in respect of such 
expenditure otherwise tlmen under sub -section ( 1) 

(3 ) Where a change takes place in the persons carrying on a 
business , or a person carrying on a business, being a body 
corporate, becomes or ceases to be a shsidiary oompany or 
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principal company within the meaning of sub - section (6 ) of 
seotion 9 , and where except for the happening of that event 
relief would be allowable under this section , the Central Board 
of Revenue may , if it thinks fit, allow such relief under this 
section as it considers just , having regard to the extent to 
which the persons directly or indireotly interested in the 
business or body corporate , as the case may be, before the 
change remain interested theroin after the change ." 

18 . To the first paragraph of rule 11 of Schedule I to the amendment 
said Act the following proviso shall be added , namely : — of Schedule 

" Provided that where any logg or expenditure incurred 
during the period commencing on the 1st day of April 1946 and 
ending on the 31st day of December 1947 is reasonably and 
properly attributable , wholly or partly , to any chargeable 
accounting period or standard period , such deduction as 
appears to the Excoss Profits Tax Officer to be reasonable 
shall be allowed in computing the profits of such chargeable 
accounting periodſ or standard period ; and any relief 
acoruing from such deduction sball be given by repayment or 
otherwise, as the case may require." 

The following Bill* was introduced in the Legislative 
Assembly on the 20th Murch , 1947 : — 

I . A . Bill No. 37 OF 1947 
A Bill to make belter prurigion for financing measures for 

promoling this wifare of labour employed in the coal 
mining industrij . 
WAEREAS it is expodient to make bettor provision for financing 
measuros for promoting tho welfare of labour employed in the 
coal-mining industry , including housing and the provision of 
dispensary servicos, and for such purposes to impose a ceas and 
constitute a fund ; 
It is hereby enacted as follows : 

Short title , 
1. ( 1) This Act may be called the Coal Mines Labour Wel. extent and 
fare Fund Act , 1947. 

commonoomont . 
(2 ) It extends to the wbolo of British India , 

( 3 ) It shall come into force on such date as the Contral Govern - 
ment may , by notification in the official Gazette , appoint. 

Lotorpretation . 
2 . In this Act, imloss there is anything repugnant in tho subject 
or context , 

(a ) " Advisory Committeo " moana the Advisory Committee 
constituted undor section 8 ; 

(6 ) " Commissjoner " means the Coal Mines Labour Welfare 
Commissioner appointed under arction 9 , and includes any officer 
authorised in writing by tho Conmissionar tu oxercise any of his 
functions under this Act ; 

(c ) " Housing Board " means tho Coul Minas La bour Housing 
Board constituted under section 6 : 


* Tho Governor.Gennral her hown pleased to give the previous sanction required by oldugo 
( © ) of sub -section ( 9 ) of roolion 117 of the Covornment of India Act , 29 Haved from repeal by 
paragraph 12 of the Governinout of India ( Commonument And Transitory Provisions ) Ordor , 
1936 , and liy olnu140 ( h ) of sub-prctior ( 1 ) of section 108 of the Governmont of India Act , 1938 , 
o the introduction in the Legislativo Agrotubly of this Bill. 


THE GAZETTE OF INDIA , MARCH 29, 1947 


(PART V 


(d ) “ Fund ” meany the Coal Mines Labour Housing and 
Goneral Wolfare Fund constituted under section 4 ; 

(e) “ proscribed ” means proscribed by rules made under this 

Act . 
Imposition and ool. 3 . ( 1) There shall bo levied and collectod as a cons for the 
leotion of duty . purposes of this Act a duty of orciso on all coal and coke despatched 

from colliories in British India , ut such rute not less than four 
annas and not more than vight annas per ton , as may from time 
to time be fired by the Central Government by notification in 
the official Gazette : 

Provided that the Central Government may, by notification 
in tho official Gazette , exempt from liability to the duty any 
specified class or classes of coal or coke . 

( 2 ) The duty loviod under sub -section ( 1) shall , subjeot to 
and in accordanco with rules made in this behalf , bo collooted by 

such agencies and in such mannor & may be prescribed . 

our 4 . (1 ) The procoods of the duty loviod under section 3 shall 
Housing and Gen 
oral Welfaro Fund , be paid by the collocting agencios into tho Reservo Bank of India 

" at Čaloutta in the proscribed, mannor, and shall be credited to a 
fund to be callud the Coal Mines Labour Housing and General 
Welfare Fund , and apportionod undor two sepurato accounts , to 
bo called tho housing uocount of the Fund and the general welfare 
account of the Funci , in stub mannor 48 tho Central Government 
from time to timo may, by notification in the officialGazette , 
determine : 
Provided that thore shall at all times bo credited 

(a ) to the housing account of the Fund , not loss 
than one anna and four pies , and 

(b ) to the genoral wolfare xocount of the Fund , not 

more than four annus and eight pios, 
out of the duty collected under this Act on ovory ton of coal or coke . 

(2 ) Thero shall also bo oroditud to thu housing açoount of the 
Fund 

(a ) any grants made thereto by the Central 
Govornmunt ; 

(6 ) ronts , if any, realisod from housing aocommoda 
tion construotod out of such account ; 

(©) any other nonoja rcoeived by the Housing Board . 
Expenditure from 5 . (1 ) The cost of Administering the Fund and the salarios 
the Fund . 

and allowances, if any , of tho Commissioner , Inspectors , Welfaro 
Officers and other staff appointed to supervise or carry out mea 
sures financed from the Fund shall bo defrayed out of the Fund , 
and shall bo apportioned between and debited to the housing 
account and the goneral wolfure account in such manner ag may 
be proscribed . 

( 2) Thy Central Governmont shall out of the gonoral welfare 
acoount of the Fund pay annually grants - in -aid to such of the 
colliery ownurs & maintain to the satisfæotion of the Commissioner 
dispensary servivos of the proscribed standard for the bonefit of 
labour employed in their colliories, so howovor that the amount 
payublo 89 grunt-in -aid to the owner of a colliory shall not exoood 

(i) the amount of the duty at the rate of eight pios 
per ton rocovered in roapoot of coal or coke despatched 
from the colliery less tho proportionate cost of recovery , or 
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(ii ) the annount spent by the owner of the colliery 
in the maintonanco of the dispensary servico , as deter 

mined by the Commissioner, 
whichever is legs : 

Provided that no grant-in - aid shall be payable in respect of 
any dispensary service maintained by the owner of the colliory 
if the amount expendod thoreon , as detormined by the Com 
missioner, is less than eighty rupoos por mongem . 

( 3 ) The balance of tho mouoys in the general welfare account 
of the Fund shall be appliod by the Central Government to meet 
expenditure inourrod in connoction with measures which are 
in the opinion of the Central Government NACOBSATy or expedient 
to promote the welfare of libour owployed in the coal-mining 
industry . 

( 4 ) Without prejudice to tho gonorality of sub -section () 
the monoy , in the general welfare accouit of tho Fund may be 
utilisod to dofray 

(a ) the cost of moaquins for the benefit of labour 
omployed in tho coal-mining industry directed towards 

(i) thu improvonont of public health and yani 
tation , tho provention of diseaso , tho provision of 
modical facilities and the improvement of existing 
modical facilitios , including the provision and mainto 
nance of dispongary sorvices in colliorios the owners 
of which do not reocive grauts -in -aid under sub 
section (2), 

(20) the provision of water- supplios , and faci 
Jities for washing and the improvemont of existing 
supplies and facilities, 

(iii ) the provision and improvoment of Oduca 
tional facilities , 

( iv ) the improvement of standards of living , inolu 
ding nutrition , amelioration of social conditions , 
and tho provision of recreational facilities, 

(v) the provision of transport to and from work ; 
(b ) the grant to a Provincial Govornment , a local 
authority or the owner , agent or manager of a coal mine 
of money in aid of any scheme approved by the Central 
Govornmont for any purpose for which molleys in the 
gonoral welfaro account of the Fund may be utilised : 

Provided that boforo any such grunt is made to the 
owner, agent or manager of a coal mine , the Advisory 
Committee shall be consultod ; 

(c ) tho allowancos, if any, of the members of the 
Advisory Committoo and tho amounts dehitable to the 
account under sub - soction ( 7) , 

(d ) any other expenditult wlujch tho Central Govern 
ment directa to bo defrayed out of the moneys in thọ 

general welfare Account of the Fund . 
(5 ) The Central Govoinmi nt Niall publish annually in the 
official Gazette an ostimate of receipts into and expendituro from 
tho general welfare account of the Fund together with a statoment 
of the accounts . 


314 


THE GAZETTE OF INDIA , MARCH 29 , 1947 


(PART V 


(6 ) The monoys in the housing uccount of the Fund shall bo 
upplied by the Housing Board to defray 

(a ) the cost of oraoting , maintaining and repairing 
housing accomodation for labour employod in the coal 
mining industry and of providing services and facilities 
connectod therewith ; 

(6 ) the cost of propering schomes , and of acquiring 
any land roquired , for the purposes referred to in clause 


(a ) ; 


(c) the grant , subject to the provious approval of 
the Contral Governmont , to 4 Provincial Government, 
& local authority or the owner, agent or manager of a 
coal mine of money in aid of any scheme approved by 
the Housing Board for tho purposes reforred to in clausos 
(a ) und (6 ) ; 

(d ) the allowances, if any , of members of tho Housing 
Board and the amounts debitable to the account under 
sub -section ( 1 ) ; 

(e) any other exponditure which the Central Govern 
ment directs to be dofruyed out of the monoys in the 

housing account of the Fund . 
(7 ) In Fobruary of each year the Housing Board shall submit 
to tho Contral Government & statement in the prescribed form of 
the estimated receipta into and expenditure from the housing 
account of the Fund for the ensuing financial year , and may at 
any time during that year subiait to the Contral Government & 
supplomontary statement. 

(8 ) Tho Housing Board shall comply with suoh directions as 
the Central Government may from time to time think fit to give 
in respoot of expenditure from the housing acoount of the Fund . 

(9 ) The Housing Board may invest monoys in the housing 
account of tho Fund in securities of tho Government of India or, 
with tho provious approval of the Central Government , in other 
securition . 

(10 ) The Housing Board shall cause to be maintainod such 
books of account as may be prescribed and shall prepare in the 
Présoribed manner an annual statement of the accounts . 

(11) The Housing Board shall cause the housing account of the 

Fund to be audited annually by a person qualified under the provi 
VII of 1913 . 

sions of soction 144 of the Indian Companies Act, 1913 , to aot 88 ani 
auditor of companies , and AY 800L as tho said 4000unt has beon 
audited the Housing Board shall forward u oopy thereof together 
with a copy of the roport of the auditor thereon to the Central 
Governmont; 

( 12 ) The Central Government shall have power to deoide 
whether any partioular expenditure is or is not debitable to the houn 
ing account , or the general welfare account , of the Fund , and its 

decision shall be finad. 

our 6 . ( 1) The Central Government shall , by notification in the 
Housing Boerd . offioial Gazette , constitute a Coal Mines Labour Housing Board to 

prepare and oarry out, subject to the provious approval of the 
Central Government, achomes, financed from the housjog socount of 
the Fund for the provision of suitable housing accommodation for 
labour employod in the coal mining industry , and to carry out the 
other functions of the Housing Board under this Act , 


Ca 
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(2 ) The Commissioner shall be the chairman of the Housing 
Board , and the other members thereof shall be appointed by the 
CentralGovernment and shall bo of such number and chosen in such 
manner as may be prescribed . 

(3 ) The Housing Board shall be a body oorporate by the name of 
the Coal Mines Labour Housing Board , having perpetual succession 
and & common seal, with power to acquire property both 
movable and immovable , and shall by the said name sue and be sued . 

(4 ) No aot done by the Housing Board shall be called in quostion 
on the ground meroly of tho existonoo of any Vacanoy in , or defect 
in the constitution of, the Housing Board . 

1 . ( 1 ) The ocoupation by any perAOL of any housing Adoominoda . Provisions regard . 
tion provided out of the housing account of the Fund shall be in 

U ha ing housing accom 

modation . 
subjeot to compliance by that person at all times with such condi 
tions relating to his employment and to his oocupation of such 
accommodation as may be prescribed . 

(2 ) Before any person ocoupies any such accommodation ho 
shall be furnished with a copy of the conditions referred to in sub 
section ( 1), and if he so desires the said oonditions shall be read over 
to him in a language which he understands ; and the Housing Board 
shall cause to be published in such manner as it thinks best adap 
ted for informing the persons ooncerned any changes whioh may 
from timo to time be made in the said conditions . 

( 3 ) If, in the opinion of the Housing Board , any person in ooou 
pation of any such accommodation fails or ceases to comply with any 
of the conditions referred to in sub -section ( 1), it may, by notion 
in writing , toquire him to vacate the accommodation on or beforo 
such dato , not being less than fiftoon days after the service of the 
notion , as may be specified in the notion ; and the occupation of such 
2000mmodation by such person or any dependent of his after the date 
80 specified shall be unlawful, and such person or dependent may bo 
evioted accordingly by duo process of law from such 8000mmoda 
tion . 

( 4) There shall be payable in rospect of the oooupation of any such 
accommodation as aforesaid rent at guoh rate as may be prenorib 
ed : 

Provided that the Housing Board may remit , subjeot to oom . 
pliance at all times with the conditions referred to in sub -soction ( 1 ), 
either the whole or any part of the prescribed ront : 

Provided further that where , in the age of any person who is by 
virtue of a remission under the first proviso paying either no rent 
or a reduced rent , the Housing Board has reason to beliovo that such 
person has contravened any of the said conditions , it may by notico 
in writing require such person to pay, with effoot on and after the 
expiry of seven days from the service of the notice , rent for the 
Adoommodation occupied by him at the full prescribed rate . 

(5 ) All rent payble in respect of the occupation of such accommo 
dation as aforesaid , whether at the full prescribed rate or at a lesser 
rate , shall be recoverable as an arrear of land rovenue . 
8 . ( 1) The Central Government shall ,by notification in the offi- Advisory 

Committee 
cialGazette , constitute an Advisory Committee , to advise on matters 
on which the Central Government is required by this Aot to consult 
the Committee and on any other matters arising out of the adminis . 
tration of this Act which the Central Government may refer to it for 
advloe . 
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(2 ) The members of the Advisory Comınittee shall bo appointed 
by the Central Government and shall be of such number and chosen 
fo such mannor as may be prescribed : 

Provided that the Advisory Committee shall inoludo an equal 
number of members representing the owners of coal mines and 
workmen employed in the coal- maining industry , and that at loast 
one member of the Advisory Committee shall be a woman . 

(3 ) The chairman of the Advisory Committee shall be an 
officer of the CentralGovernment appointed by the Central Govert 

ment . 
Appointment and 9 . ( 1 ) Tho Central Government may appoint & Coal Mines 
powers of officert . labour Welfare Commissioner and auch number of Inspectory , Wel 

lare Officers and other stiff as it thinks fit to superviso and carry 
out measures financed from the Fund . 

( 2 ) Any person so appointed shallbe deemed to be a publio ber 
XLV of 1860. Vant within the meaning of section 21 of the Indian Penal Code . 

(3 ) The Commissioner or any Inspector or Welfare Officer may , 
with such Assistance , if any, as he thinks fit , enter at all reasonable 
times any place which ho considers it necessary to enter for the 
purpose of supervising or carrying out the moasures financed from 
the Fund, and may do thoroin anything necessary for the proper 
discharge of his duties. 


Power to make 
ules . 


10 . (1 ) The Central Government may , by notification in the offi 
cial Gazetto , make rules to carry into offeot the purposes of this 
Aot . 

( 2 ) Without prejudice to the generality of the foregoing power , 
rules made under this section muy provide for 

(i) the manner in which tho duly levied under sub 
section ( 1) of section 3 Ahall bo collected , the persons 
who shall be liable to make the payments , the making 
of rofunds, romissions and recoveries , the deduction by 
collecting Agencies of a percontage of the realizations 
to cover the cost of collection , and the procedure to be 
followed in remitting the procoods to the Resorye Bank 
of India ; 

(ii ) the composition of the Housing Board , the 
manner in which ita mombers shall be choson , the torm 
of offion of its mombers , the allowances if any payable 
to them and the mannor in which the Housing Board 
shall conduct its business , including the number of mom 
bers nucessary to form a quorum at a meeting thereof ; 

(iii) the books of account to bo maintained by the 
Housing Board , and the form of its finanoial estimates 
and statements of account ; 

( iv ) the composition of the Advisory Committee , 
the manner in which its members shall be chosen , 
the torm of office of its members , the allowances if any 
payable to them and the manner in wbich the Advi. 
Hory Coinmittee shall conduct its businoss ; 

(v ) the apportionmont between the housing 
account and the general wolfare account of the Fund of 
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the oxpenditure on the administration of the Fund and 
on the salarios and allowances of the Commissioner, 
Inspectors , Welfaro Officers and other itaff omployed 
for the purposes of this Act ; 

(vi) the standard of dispengary service to be pro 
vided by ownore of colliArias for the purposes of sub 
section ( 2) of section 8 , and the inspection and supervi. 
sion of tho disponsaries and other places at which such 
services are provided ; 

(vii) the application by owners of collierios for 
grants - in -aid , the authority to whom and the manner 
in which such applications shall be made and the parti . 
oulars to be spooified in such applications ; 

(viii ) the manner in which dispensary services may 
be provided by the Central Government , 

(tx ) the conditions governing the grant of money 
from the general welfare acoount of tho Fund to a Pro 
vincial Government, el local authority or the ownor, 
ugent or manager of a coal jnino ; 

(a ) tho rato of rent for housing accon modution pro 
vided out of the housing account of the l und ; 

( aci ) tho conditions of service and to duties of 
Inspectors , Welfare Officers and othor officers appointed 
to supervisa or carry out meanures financed from the Fund ; 

(xii) the duties and funotions of the Commissioner ; 

(xiii ) the furnishing by owners, Agonts or manager: 
of coal mines of statistical or other information , and 
the punishment by five not Axooeding two hundred rupees 
of failure to comply with the requiromonts of any rules 
made under this clanise ; 

( iv ) any other matter which undor this Aot is to 
be or may be prenoribod . 
11. ( 1) The Coal Mines Labour Welfaro Fund Ordinance, Ropeal of Ord . 
1944 , is hereby repealed . 

VII of 1944 . 
(2 ) For the avoidance of doubts it is hereby declared that the 
provisions of soction of tho Gonoral Clauses Act , 1897, shall apply X of 1807 . 
to the repoal effected by this sontion . 

( 3 ) Any bulance remaining in the Fund ( onstitutod under 
tho aforosuid Ordinance shall be credited to the Fund constituted 
under this Act , and shall ha Apportioned between the housing 
Hooount and tho general wolfuro account of such Fund in such 
manner as tho Contral Govornmont nay detenine. 


STATEMENT OJA OBJECTS AND REASONS . 


The Coal Mines Labour Welfare Fund Ordinance promulguted in 1944 provides 
for the lovy of all excire duty at a rate not exceeding Re. - /4 / - por ton of coal and 
ooke despatohod from collierius in British India . The propools making up the Fund 
aro qurmarknd exclusively for promoting the wolfare of labour employed in the coul 
mining industry . The Cloyntnmont of India are now matisfied that for reasong 
explainod holow , tho liinit of this Cres should bo further increased , tho muximum 
being raised to Ro. - /8 /- per ton on all dospatches of coal and coke. 
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2 . The present housing conditions in the coalfields are extremely unsatisfactory . 
No other scheme of welfare can ho giyon higher priority . Government do not 
consider that the housing problem can be tackled piocomcal. In their opinion a 
target figure of 50 ,000 houses for minera should be the aim of the housing achome in 
the coalfields and that provision should bo made for 15 , 000 houson to ho completed 
before the end of the next financial year . 

3 . Careful caloulations havo been made in the light of prevalent costs and it 
is reckoned that by lovy of a Cess at Re, -/ 3 /4 per ton of coal and coke and a sub 
sidy of Rs. 400 per house from the general rovonuos , adequate - funda will be forth 
coming for financing a comprehensive housing uchome of 60 .000 houaon . There 
aro various other welfare measures like ostablishment of hospitals , anti-malarial 
measures , public health and Aunitation , adult education propaganda , Anti -tuber . 
oulosis , oto ., which will absorb , when all the schemes uro in final form , practioally 
the whole of the present limit of Cons of Ro. -/4 / - par ton . Thoroforc , An increase 
in this limit in urgently required to provide funds for the housing schemo. The 
Bill provides that when tho rato of Coug reachon the maximum of Ro. - 18 /- por ton 
not less than Ro. -/ 3 /4 thereof will bo marmarked to a soparute housing fund . 

3 . Colliory owners have in many “ ASAN provided dispensary bervices for the 
benefit of tho miners employeel hy them and the omployers responsibility in this 
direction is well recognised . But with the establishment of Central and Regional 
Hospitals by the Coal Minos Wolfare Fund a tendoncy is likely to arino by which the 
roaponsibility for providing dispensary servicon will be whiftod on to the Fund in 
tho absence of any statutory provision requiring the employer to provide such 
facilities . A provision has, therefore , heen made in the Bi]] by which employers 
who provide dispensary services up to standarda prescribed will be given the granta 
in -aid not excoding tho xmount equivalent to a Cons of 8 pios per ton in respoot of 
coal or coke do patches from tho respective collicry or the amount uotually spent 
by the omployer whichever is lenk . Where employers have not provided adequate 
dispensary services , tho Fund will itself provide them and to meet this oxponditure 
as well as the costs of grants - in - uid to the employers , a further lovy of u cens equi 
valent to 8 pies por ton is necesary . This is ontimated to yiold approximatoly 
Rs. 9 lakhs xt year which should onayre reasonably officient disponnary services , it 
being noted that the exiyting Cess will provide funds in addition for the larger 
hospital schemes . 

4 . The result of those manaures is that to limit of the Cans should be raised to 
Ro. - 18 /- per ton . It is not, however, intended to levy this maximum rate forth 
with , and during the yoar 1947-48, it jg not proposed to Jovy a total Cena in excOAN 
of Ro. . /6 / - per ton . Thereafter , with the further progrens in the housing Achemo, 
rates will have to be increased gradually and up to tho maximum of Re. -/8 / 

8 . Tho cost of construotion is oxpooled to everagn Rs. 2,500 per house for 
which the coonomio rent may be as high as about Rs. 141- A month . Minors have , 
by tradition , occupicd quartors , whose provided , rent - free and it is not , at present, 
intended to levy & rent or at any rate more than a nominal ront from the occupants . 
Some provision is , theroforo , nOCannary in order to ensure that tho houses construoted 
by the Fund are occupiod only by genuine and steady workers and that those who 
conse to be so , do not continue to coupy tho houses ront- freo Or on nominal rent. 
The details regarding those will ha discussed with representatives of employers and 
workers who will be shociated with the administration of the Housing Fund . But 
A precautionary measuro A legal provision has been inclurled for suinmar y 1000 
vory of rent at full rates in ddition to thin liability under the ordinary law , for 
eviction . 
New Delhi; 

JAGJIVAN RAM . 
The 11th March , 19 -47 . 


M . N . KAUL , 
Sooy . to the Govt. of India , 


